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CONTRACTING OUT—SUCCESSES AND
FAILURES

WEDNESDAY, OCTOBER 1, 1997

HoOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON THE CIVIL SERVICE,
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:30 a.m., in room
2154, Rayburn House Office Building, Hon. John L. Mica (chair-
man of the subcommittee) presiding.

Present: Representatives Mica, Pappas, Morella, Cummings, Nor-
ton, and Ford.

Staff present: George Nesterczuk, staff director; Caroline Fiel,
clerk; Ned Lynch, senior research director; Cedric Hendricks, mi-
nority counsel; Jean Gosa, minority staff deputy clerk; and Denise
Wilson, minority counsel.

Mr. Mica. Good morning. I would like to call this meeting of the
House Civil Service Subcommittee to order and welcome our
guests. Today we are conducting a hearing entitled “Contracting
Out—Successes and Failures.” I am going to open with a brief
opening statement, yield to the ranking member and then any
other Members who join us, for their staternents. Then we will get
right into the two panels we have scheduled this morning.

Today’s hearing will again focus on the issue of contracting out
in the Federal Government. Previous information obtained through
prior hearings indicates that contracting for commercial services
has been a useful tool in many instances for restraining cost infla-
tion of government operations in certain circumstances. However,
opponents of contracting in this manner have maintained that the
cost savings due to contracting are only temporary and that con-
tracting may compromise program efficiency and effectiveness.

I believe that to examine these issues properly, Federal employer
organizations should have a fair opportunity to present their side
of this very important issue. Some Federal employer organizations
have charged that contracts are inadequately monitored, that con-
tractors fail to deliver the quality required for effective operations,
and that when contractors fail, Federal employees must pick up the
pieces, apparently under tight deadlines. In this hearing we hope
to examine those charges and hopefully get the facts about what
is really happening in contracting.

In the last Congress, our hearing on Government contracting fo-
cused on the potential benefits from contracting out more commer-
cial services. Since that hearing, a number of employer organiza-
tions have requested that they be given an opportunity to challenge
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the cost saving claims of contracting’s proponents. Today I am hop-
ing that this hearing provides a fair opportunity to present those
facts and that information.

Since our last hearing, there have also been a number of changes
that affect the contracting environment. In 1996, the Office of Man-
agement and Budget published a revision of Circular A-76, the
rule book that governs cost competitions within the Federal sector.
These revisions enable Federal agencies to comply with the
changes in Government accounting and management practices em-
bodied in statutes such as the Chief Financial Officers Act, the
Federal Acquisition Streamlining Act, and the Government Per-
formance and Results Act.

The operating environment has also been affected. Budgets have
been cut and the work force reduced, but often, workloads remain
the same. We have heard frequent speculation that agencies have
resorted to increased contracting to cope with workloads. According
to OMB, however, Federal agencies awarded $111.7 billion in serv-
ice contracts in 1996. That represents a decline in contracting of
$2.4 billion from 1995 levels.

We have a responsibility to take a close look and discover what
is actually taking place with Federal contracting for services. Are
we contracting out more or less than in prior years? Are taxpayers
getting value out of contracting or are we, in fact, wasting money?
These and many more important questions need accurate answers
if we are to conduct the business of Government in a responsible
manner,

Our panelists today will give us their views on these questions.
In addition to employer organizations, we will hear from the Office
of Management and Budget. OMB will report on the role that con-
tracting has played in implementing National Performance Review
recommendations and other administration management initia-
tives. We will also hear from witnesses who have reviewed the con-
tracting programs of the Department of Defense. With the help of
several years of contracting data, hopefully, they will provide an
assessment of the costs and benefits of contracting for Federal
agencies.

I am pleased to open with those comments, but also must apolo-
gize. I made the commitment to hold this hearing at least by late
summer, and because of conflicting schedules of the full committee
and other business before the subcommittee, we have been delayed
until now in holding it. I am pleased that we are looking at this
issue and will continue to look at it and get a fair appraisal during
my tenure as chair of this subcommittee.

[The prepared statement of Hon. John L. Mica follows:]
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Opening Remarks of the Honorable John L. Mica
Chairman, Civil Service Subcommittee
Hearing on Contracting Out: Successes and Failures
October 1, 1997

Today’s hearing will again focus on the issue of contracting out in the federal
government. Previous information obtained through prior hearings indicate that contracting for
commercial services has been a useful tool for restraining cost inflation of government
operations in certain i However, Opponents of contracting in this manner have

maintained that the cost savings due to contracting are only temporary and that contracting may
compromise program efficiency and effectiveness.

[ believe that to examine these issues properly, Federal employee organizations should
have the opportunity to present their side of this important issue. Some federal employee
organizations have charged that contracts are inadequately r ‘onitored, that contractors fail to
deliver the quality required for effective operations, and that when contractors fail, federal
employees must pick up the pieces, apparently under tight deadlines. In this hearing we hope to
examine those charges.

In the last Congress, our hearing on government contracting, focussed on the potential
benefits from contnctmg out more commercial services. Since that hearing, a number of
pl org ions have req; d that they be given an opportunity to challenge the cost-
savmg clams of contracting’s proponents. Today, we are providing that opportunity.

Since our last hearing there have also been a number of changes that affect the
contracting environment. In 1996, the Office of Management and Budget published a revision of
Circular A-76, the rule book that governs cost competitions within the federal sector. These
revisions enable federal agencies to comply with the changes in government accounting and
management practices embodied in statutes such as the Chief Financial Officers Act, the Federal
Acquisition Streamlining Act, and the Government Performance and Results Act.

The operating environment has also been affected. Budgets have been cut and the
workforce reduced, but the workloads remain. We have heard frequent speculation that agencies
have resorted to increased contracting to cope with the workloads. According to OMB, however,
federal agencies awarded $111.7 billion in service contracts in 1996. That represents a decline in
contracting of $2.4 billion from 1995 levels.



We have a responsibility to discover what is actually taking place with federal contracting
for services. Are we contracting out more or less than in prior years? Are taxpayers getting value
out of ing or are we wasting money? These and many more questions need accurate
answers if we are to conduct the business of gov in a responsibl

Our panels today will give us their views on these questions. In addition to employee
organizations, we will hear from the Office of Management and Budget. OMB will report on the
role that contracting has played in implementing National Performance Review
recommendations and other Administration management initiatives. We will also hear from
witnesses who have reviewed the contracting programs of the Department of Defense. With the
help of several years of contracting data, they will provide an assessment of the costs and
bencfits of contracting for federal agencies.
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SUBJECT: Background Paper - C ing Out: S and Failures

The Civil Semce Suboommmee wnll conduct & heanng to gather additional information
about federal i ting for ! goods and services. This hearing
will be held on Wedncsdav October 1, 1997 in Room 2154 of the Rayburn House Office
Building, beginning at 10:30 am. This hearing will provide an opportunity to hear employee
organization’s concerns about contracting activities and enable the Subcommittee to receive
more recent information sbout current contracting practices.

This Subcommittee’s most recent hearings on the subject were conducted on March 29
and April 4, 1995. At these hearings, both the Office of Management and Budget and the
GmeralAecountmgOﬁEcencknowledgedsevunld:ﬁculuesmwlved in evaluating the effects
of ies’ deci top goods and services through contracts rather than produce them
mlcmally If agencies had been performing the functions internally, people whose work is
converted to contract usually take on different responsibilities, and agencies often redesign work
procedures in addition to shifting some functions to contract. Asnmult,noonelmsmct
“before and after” examples to provide a precise basis of comp 1. GAQ also noted that the
conmct.sthathmviewsmmelyamdomumpleofauwnmthmmyngencyswds.
Most frequently, GAO responds to claims that contracts were awarded improperly (through bid
protest procedures) or conducts inquiries at the request of Members of Congress who have heard
complaints from constituents. Thus, although OMB has estimated that the procedures for
conducting competition have resulted in net savings averaging about 30 percent,' neither GAO
nor OMB have reliable data to support the estimates. These hearings also provided opportunities
for employee organizations to report their concerns about contracting, and allowed the

! Savings from competition would occur if either a contract was awarded to a
private provider that delivered the goods and services at a lower cost or if the government
agency, competing to retain the function in-house, improved its work procedures so that it
operated more efficientty.



Subcommittee to hear from organizations rep ing federal who described the
benefits that they iate with their i Both the s’ rep ives and OMB
concededtbatopporummesforconuacunghdbeenrwmaed‘ the Congr

laws that prohibi to or, in some cases, even prohibited conducting studies

o assess the costs and benefits of potential contracts.

Aﬁcr those heunngs, OMB forwarded to the Subcommittee a list of legislative provisions
that i and the National Performance Review concluded that the list of such
restncuons (commonly ndcrs 10 appropriations bills) was reduced during the 104th Congress.
During 1995, OMB completed the first revision of Cucular A-76 since 1983. This Cm:uhr
which describes the rules and procedures for agy ducting cost comparisons, required
revision to bring it into alig with i i and managerial standards
developed in the Chief Financial Officers Act of 1 1990 the Federal Acquisition Streamlining Act
of 1994, and through the National Performance Review. Federal employce organizations have
requested this hearing to address a variety of issues.

Size of the Contractor Workforce

Although the reductions of the federal workforce authorized by the Federal Workforce
Reduction Act of 1994 have been bome disproportionately by the Department of Defense,
employee organizations have alleged that agencies are continuing to contract functions once
performed by federal employees. Employee organizations have contended that downsizing is
merely a vehicle for shifting work to private employees, who allegedly receive less in pay and
benefits than the federal employees whom they replace. In effect, & contractor workforce of
equal or greater size is alleged to have replaced federal employees. Neither OMB nor any other
agency has been able to provide the Subcommittee with an accurate count of the comnctor
workforce, o data that might be used to eval vheth are §
decmannguunlvmkble DmmpphedbythqumunanofhborsOﬁccofFednal

indicate that firms that provide goods and services under contract with
fedcml agencmunployatomlofzzmuxonpersons.bmmosedmmcludeall of the firms’
employees, most of whom do not work on federal projects.

OMB still does not have data on the number of employees working for contractors

performing functions for federal agencies. Hi , OMB has provided data indicating that the
amomlofwnmgdombyfedaﬂngmuhudechnedmﬂwhﬂfewym In its August,
1997, specul ting issue, G Nes ported that federal procurement has

d d nearly 30 p in constant doll nncel%&Moﬂofﬂ;eredmuonhnscomﬁum

theDepnMofDefense,wbemcontnctsmomtfmmlySlSObﬂﬁonomofdwtotal$l78
billion that federal agencies spent on contracts in 1996. OMB has informed Subcommittee staff
thmfedaﬂspendmgmaﬂmoewnﬁwts@mﬂymchmddmlopmmgmmm
and engineering, uction, and d data p sing installation and maintenance) has
heldMymwmmdoﬂmmmmymbmdechnedwhmndjmwdfmmﬂmonmdnsa
portion of the federal budget. Federal agencies spent $105.2 billion on these contracts in 1992

2



and $111.7 billion in 1996. The 1996 figure reflected a drop from $114.1 billion in 1995. In
short, spending on service does not appear to have increased during the workforce
reductions under this Administration.

Quality of the Contractors® Work

Employee organizations have frequently claimed that do not perform work at
the same level of quality as federal employees. Some of the organizations have alleged that
when contractors fail to perform adequately, federal employees have been left to complete tasks
late in the process and after considerable expense. Employee organizations have been requested
to provide specific examples of such experiences.

Cost Overruns

Employees’ organizations have alleged that underbid on ongmal submissions,
hoping to take advantage of task order modifications and other subseq anges in the terms
of contracts to escalate their profit margins. Thus, even if the initial estimates and bid
information make it appear that contracts are cheaper than federal employees, post-contract costs
would conflict with the initial conditions. Again, employee organizations have been requested to
provide specific examples to support such allegations. The Center for Naval Analysis and the
Administration witnesses have been invited to provide the Subcommittee information about the
methods of tracking these costs used (primarily within the Department of Defense).

Lack of Monitoring

Employees’ organizations have also alleged that are not adequately itored
to ensure that the government gets what it pays for from the contractors. Asa mult, these
groups allege, federal agencies don’t have the same controls over contractors that they have over
in-house workforces, and this omission results in lesser quality being provided under contracts.

Both panels have been requested to address issues related to monitoring.
Changes Resulting from Modifications of Circular A-76

The Administration has been asked to provide an assessment of changes that it has seen
in the first year following the revision of Circular A-76. This version of the cost competition
guide required stricter cost accounting (notably, forcing agencies to include long-term costs of
pension benefits in estimating in-house exp that comply with the Chief Financial Officers
Act and provide a more level playing field in evaluating in-house estimates and contractors’ bids.
The revised Circular A-76 retained protections for employees (especially the “right of first
refusal” to positions with the contractor if functions are converted to ), but also expanded
the ability of federal managers to convert functions to contract without competition if the
function is performed by fewer than 10 FTE, or if the function is a commercial operation that the
agency head decides will no loxﬁdr be a government function. The latter rationale was used to

3



support the conversion of the Office of Personnel Management's conversion of its investigations
workforce into an employee stock ownership program.

Costs of Contracting and Federal Pay Raises

Each year since he has been in office, President Clinton has argued that The Federal
Employees Pay Comparability Act (FEPCA) established a flawed mechanism to set locality pay
adjustments and annual adjustmeats for federal employees, District of Columbia Delegate
Eleanor Holmes Norton has introduced legislation (H.R. 886) that would reduce federal contract
spending by $5.7 billion to provide full funding for FEPCA. The Administration has been asked
10 assess the impact of such & measure on agencies.
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Mr. MicAa. T am pleased to recognize now the ranking member,
the distinguished gentleman from Maryland, Mr. Cummings.

Mr. CuUMMINGS. Thank you very much, Mr. Chairman. I com-
mend you for agreeing to hold a hearing that examines how con-
tracting programs affect Federal employees. I join in welcoming our
witnesses and I appreciate the time they have taken to be with us
so that we may learn from them. I anxiously await your observa-
tions, suggestions, and recommendations.

I would like to state at the beginning of this hearing that the
functions of the Federal Government need to be performed effi-
ciently and effectively. Whether this can best be done by career
Federal employees or by contractors and their employees is the
issue that we must have a clear policy and a fair procedure to ad-
dress.

I would like to see proof that contracting out for goods and serv-
ices saves taxpayers money. It does not make sense to hire hun-
dreds of thousands of contract employees while at the same time
we downsize more than 250,000 Federal employees. Do we really
have a Government that works better and costs less, or do we have
a Government that looks like some contractor’s dream world?

I have a host of concerns that I feel need to be answered before
I can embrace the notion that contracting out is good for the Fed-
eral Government and that, consequently, it should be increased. I
am interested in the process by which we determine the Govern-
ment services to be contracted out. I would like to see the cost com-
parison, the savings, if any, and the cost benefit analysis used in
deciding that it is indeed necessary and justifiable to outsource
Federal services. Otherwise, our Government employees are forced
out of jobs and those who remain do more with fewer resources.

The Federal Government spends more than $114 billion a year
on service contracts. For that kind of money, we need to have sys-
tems in place to ensure that we get exactly what we pay for, that
is to say, that we have received quality, timely, and cost effective
products or services.

To that end, I am prepared to introduce legislation suggested by
the Federal Managers Association that would require Federal agen-
cies to annually review the costs of all service contracts in order
to determine whether the costs have exceeded the contract price.
A 1994 Government Accounting Office report found that contract-
ing work out is not necessarily cheaper, and an Office of Manage-
ment and Budget study done that same year found that cost com-
parisons are not routinely done.

To that end, Representative Eleanor Holmes Norton must be rec-
ognized and hailed for legislation she has introduced that would
bring needed reform and accountability to the contracting process.
The enactment of her bills is critical if we are to acquire basic and
sorely needed data on contracting costs and the size of contracting
work force. This information is essential if we are to have the
means to properly manage the Federal Government’s procurement
of services and its work force.

Thank you very much.

Mr. MicA. I thank the gentleman.

[The prepared statement of Hon. Elijah E. Cummings follows:]



10

STATEMENT BY THE HON. ELUAH E. CUMMINGS
OCTOBER 1, 1997
SUBCOMMITTEE ON CIVIL SERVICE: CONTRACTING OUT

Thank you Mr. Chairman.

I commend you for agreeing to hold a hearing that examines
how contracting programs impact and affect Federal employees.
I join in welcoming our witnesses and I appreciate the time they
have taken to be here with us so that we may learn from them. I
anxiously await your observations, suggestions and
recommendations.

I would like to state at the beginning of this hearing that the
functions of the Federal government need to be performed
efficiently and effectively. Whether this can best be done by
career Federal employees or by contractors and their employees
is the issue that we must have clear policy and a fair procedure
to address.

I would like to see proof that contracting out for goods and
services saves taxpayers’ money. It does not make sense to hire
hundreds of thousands of “contract employees” while at the
same time we downsize by more than 250,000 Federal
employees. Do we really have a government that works better
and costs less or do we have a govemment that looks like some
contractor’s dream world.

I have a host of concerns that I feel need to be answered before |
can embrace the notion that contracting out is good for the
Federal government and that, consequently, it should be
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increased. I am interested in the process by which we determine
the government services to contract out. I would like to see, the
cost comparison, the savings, and the cost benefit analysis used
in deciding that it is indeed necessary and justifiable to
outsource Federal services. Otherwise, our government
employees are forced out of jobs and those who remain do more
with fewer resources.

The Federal government spends more than $114 Billion a year
on service contracts. For that kind of money, we need to have
systems in place to ensure that we get exactly what we pay for --
that is to say, that we have received a quality, timely and cost-
effective product or service.

To that end, I am prepared to introduce legislation, suggested by
the Federal Managers Association, that would require Federal
agencies to annually review the costs of all service contracts in
order to determine whether the costs have exceeded the contract
price. '

A 1994 Government Accounting Office (GAO) report found that
contracting work out is not necessarily cheaper and a Office of
Management and Budget (OMB) study done that same year
found that cost comparisons are not routinely done.

To that end, Rep. Eleanor Holmes Norton must be recognized
and hailed for legislation she has introduced that would bring
needed reform and accountability to the contracting process.
The enactment of her bills is critical if we are to acquire basic
and sorely needed data on contracting costs and the size of the
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contracting workforce. This information is essential if we are to
have the means to properly manage the Federal government’s
procurement of services and its workforce. .-

Thank you.
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Mr. MicA. I now recognize the lady from the District, Ms. Nor-
ton.

Ms. NORTON. Thank you very much, Mr. Chairman. I thank the
ranking member for his words about my bills.

We have just gone through a period of deep scrutiny of virtually
everything in our budget, Mr. Chairman, and have succeeded in
crafting a budget reconciliation bill that requires deficit reduction
over the next 5 years. Every part of the Federal Government has
been made accountable, save one, and that is the fastest growing
part of the Federal Government, the service contracting area.

Of the $200 billion that the Federal Government spends every
year on outside contracts, we are now at the point where $114 bil-
lion is spent on service contracts, up from 5105 billion in 1992.
Contractors doing business with the Government have risen be-
tween 1989 and 1992 from 62,819 to 82,472.

When you have that kind of growth, it is irresponsible not to
begin to look closely at it. That kind of money and that kind of
growth always contain a certain amount of waste and a certain
amount that needs to be corrected. Maybe it is a little and maybe
it is a lot, but what is totally unacceptable is to simply let it grow
like topsy and to know almost nothing about it.

That is where we are in service contracts. The administration
recognizes this and has begun to move forward. I think the admin-
istration deserves credit for the new performance-based standards
for existing service contracts. But this does not go to the question
of growth. In effect when we look at service contracts, we are look-
ing at a very different kind of contract than we find, for example,
in the defense sector. We are looking at contracts that essentially
mean that we have two work forces. There is our civil service work
force, and then we have got another work force out there. That
work force, of course, is employed by private contractors.

This growth in service contracts has taken place on one and only
one assumption. No one says that we know that service contractors
do the work better. The assumption is that they do the work cheap-
er, and cheaper and cheaper alone is what has driven this growth.
I think that the Congress has come to the point where it must say
“prove it.” We can’t continue to spend this kind of money without
coming forward to demonstrate either that the assumption is cor-
rect or that the assumption is not correct.

My four bills would move us in that direction. First there is a
bill that would require that cost comparisons be done. It will come-
as a shock to most Americans to know that cost comparisons are
not routinely done before work is contracted out and the reason for
that is that it is assumed, or presumed, what has turned out to be
an irrebuttable presumption, that the work will be done cheaper.

Well, should not the agency be made to demonstrate that that is
the case, particularly after a 1994 GAO study that proved just the
opposite in a number of contracts that they investigated? The GAO,
in several cases they analyzed, found that agencies could have
saved as much as 50 percent by keeping the work in-house. This
is an instance where information may not be power, but it sure
would be money if we did the cost comparisons before we farmed
the work out.
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The Congress recognized this in 1988 when a bill required that
agencies cut service contracts significantly. The GAO reported back
to the Congress that it could not tell whether service contracts had
been cut significantly because there was no system in place to
measure that. Therefore, one of my bills would require that the size
of contracting work forces be measured and that the size and the
amounts be reported to the OMB, so that the OMB might develop
a Governmentwide system for determining how many non-Federal
employees are engaged in service contracts.

Recognizing that there is nothing in the private sector to bring
contractors into the sphere of sacrifices that Federal employees are
undergoing, I have a bill that would cut $5.7 billion in Federal
agency contractors in order to allow Federal employees to get their
statutory raise each year. We haven’t reneged on the promise to
the Federal employees that they will get a specific statutory raise
calculated by a formula. We just don’t do it and we haven’t done
it for years. Meanwhile, as far as we know, people doing the same
work as service contractors get their raises every year, and I can
tell you that almost never in the private sector do people not get
raises that they are promised every year. It seems to me that that
would bring some equity and save us some money.

Finally, I have a bill that would plug a hole in buyout legislation
that we have done. This was landmark legislation, the first across-
the-board legislation, and we were at great pains to make sure that
civil servants did not in fact take advantage of us in this legisla-
tion. So we said if you were bought out with cash, then you couldn’t
come back, and that such folks could not be replaced with new
hires.

There is now evidence that instead of replacing Federal employ-
ees with new hires, the agencies are using contract service employ-
ees to do the same work. If the point was deficit reduction, if the
point was to reduce the Federal work force, we cannot allow a
phantom work force to grow, paid 100 percent with Federal funds,
while patting ourselves on the back that we have cut our civil serv-
ice work force.

Mr. Chairman, I hope that this year in addition vo these hearings
that we can get some motion on at least some of these bills. I have
myself testified in favor of these bills. I believe these bills have
great bipartisan potential, and I hope that we are seeing the begin-
ning, with these hearings, that we are seeing the beginning of a
process that will take some or all of these bills to the floor.

Thank you, Mr. Chairman.

Mr. Mica. I thank the gentlelady.

I would like to recognize Mrs. Morella from Maryland.

Mrs. MORELLA. Thank you, Mr. Chairman. I want to thank you
for holding today’s hearing on contracting out the Federal work
force. I have concerns about contracting out. I think it is critical
that we closely examine the issue today and that we continue to
closely monitor the manner in which we contract out for functions
of our Federal work force.

I can vividly remember this subcommittee’s hearings on the sub-
ject during the spring of 1995. During those hearings, we posed im-
portant questions. How many Federal contractors performing func-
tions for Federal agencies are there? How much are we paying
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them? Does contracting out save money as it is purported to do?
How do we measure their performance? Who monitors their work?
Must they re-bid in the out years?

We didn't have any solid answers then and, more disturbing, we
still don’t have the answers today. I do have, however, several files
of letters from Federal employees and Federal managers who are
concerned about the results of contracting out the functions of Fed-
eral agencies. Every time Federal employee groups come to see me,
concerns about the issue top their agenda.

I think we need clarification; we need to know. So I hope that
by the end of today’s hearing, the questions that I have posed will
be answered, or that we have obtained a firm commitment to find
the answers to these critical questions.

Thank you, Mr. Chairman.

Mr. Mica. I want to thank the gentlelady.

[The prepared statement of Hon. Constance A. Morella follows:]
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The Honorable Constance A. Morella
Subcommittee on Civil Service
Contracting Out -- Successes and Failures
October 1, 1997
Mr. Chairman, I want to thank you for holding today’s hearing on
Contracting Out the Federal Workforce. I am very concerned about
contracting out. It is critical that we closely examine this issue today,

and that we continue to closely monitor the manner in which we

contract out the functions of our federal workforce.

I vividly remember this subcommittee’s hearings on this subject
during the spring of 1995. During those hearings we posed important
questions. How many federal contractors performing functions for
federal agencies are there? How much are we paying them? Does
contracting out save money as is purported? How do we measure their
performance? Who monitors their work? Must they re-bid in the out

years?
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We did not have solid answers then. More disturbing, we still
don’t have answers today. I do have, however, several files of letters
from federal employees and federal managers who are concerned about
the results of contracting out the functions of federal agencies. And
every time federal employee groups come to see me, concerns about

this issue top their agenda.

By the end of today’s hearing, I expect that the questions I posed
earlier will have been answered, or that we will have obtained a firm

commitment to find answers to these answers.
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Mr. MicA. There being no further opening statements at this
time, I would like to introduce our first panel, which consists of
Christopher M. Donnellan, legislative director of the National Asso-
ciation of Government Employees; James Cunningham, national
president, National Federation of Federal Employees; Patricia
Armstrong, chapter president of the Federal Managers Association,
U.S. Marine Corps Air Station, from Cherry Point, NC.

Before I recognize you, Mr. Ford has returned. Mr. Ford, did you
have any opening comment?

Mr. FORD. Just very briefly, Mr. Chairman.

Mr. MicA. Go right ahead. You are recognized.

Mr. FORD. I thank the chairman, I certainly thank the panelists
and my ranking member.

I join my colleagues in associating myself with really what both
sides have said this morning. I certainly view today’s hearing, and
1 say to our panelists, as an opportunity to address an issue that
has become increasingly important as the Federal Government con-
tinues to downsize. 1 think it speaks to a fundamental issue.

We talk about the cost efficiency and we talk about cost savings
rather than efficiency, and they certainly should be the core prin-
ciples guiding us in this process, but I would also hope that the
whole notion of accountability would remain important to those of
us on this committee and certainly to those of us in this Congress.
I think it really sort of speaks to the fundamental question of the
role or helps to speak to the fundamental question of the role of
government, and particularly the Federal Government, in today’s
society. So I look forward to hearing from our panelists.

I will not belabor the point. I am a strong believer that we invite
panelists and we ought to listen to them, and hopefully they will
be able to shed some light for all of us. I thank my chairman and
I look forward to the testimony of our panelists.

Mr. MicA. Thank you, Mr. Ford.

{The prepared statement of Hon. Harold E. Ford, Jr., follows:]
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HAROLO E. FORD, JR. OFFICES
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Surcommare Opening Remarks of Congressman Harold E. Ford, Jr.
Crm, Semact

Civil Service Subcommittee Hearing
Countracting Out: Successes and Failures
October 1, 1997

Thank you Mr. Chairman and my ranking member Mr. Cummings. To the panelists, let me
say that [ look forward to your testimony.

Today's hearing provides this Subcommittee with an important opportunity to address an issue
that has become increasi rtant as the federal government continues to downsize. In
fact, many of my colleagues, particularly those on the other side of the aisle, believe that much
of what the government does can be contracted-out to the private sector in a cost-efficient
manper. In my mind, however, can and should are two different matters.

Although cost-savings and efficiency are core principles that should guide the way in which the
federal government does business, in my mind, accountability is an equally important concern.
And when the federal government contracts-out services to the private sector in hopes of
saving money, we also lose much of our oversight abjlity. In turn, the government and this
Committee in particular cannot ensure that the billio yer dollars pouring into our
; “shadow government™ each year are being spent wisely and efficiently.
\ In closing, let me say that I find it somewhat ironic that at the same time that many
1 Republicans are criticizing the Department of Education for failing to be able to account for
\how federal funds are used, that this body seriously would be considering expanding private
sector contracting.
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Mr. Mica. I recognize now the vice chairman of the panel, Mr,
Pappas.

Mr. Pappas. Thank you, Mr. Chairman. I am glad to be here. 1
apologize for being late. I have a written statement that I would
like to enter into the record.

Mr. MicA. Without objection, so ordered.

{The prepared statement of Hon. Michael Pappas follows:]
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Opening Statement of the Honorable Michael Pappas
Vice Chairman, Civil Service Subcommittee
Hearing on Contracting Out: Successes and Failures
October 1, 1997

Mr. Chairman - This morning the Civil Service Subcommittee has gathered to further examine
the issue of contracting out services from the government to the private sector. I applaud this
committee’s past work on the subject and I am pleased to be here today with my colleagues to

learn more about the successes and failures of contracting out to the private sector.

I am committed to helping reduce the size of the federal bureaucracy if it leads to
efficient government. I look forward to hearing the testimony from the committee’s witnesses
today. The key, however, is efficiency. The federal government must not simply replace federal

workers with private contracts if there is no improvement in cost, experience, and/or quality.

Both sides of this issue raise good points and I look forward to hearing the testimony

toaday.
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Mr. MicAa. We will begin with our first panel. As you may know,
this is an investigations and oversight subcommittee and commit-
tee of Congress, and we do swear in our witnesses. If you would
please stand.

[Witnesses sworn.]

Mr. MicA. The witnesses answered in the affirmative.

I would like to welcome our panelists and thank them for their
contribution to our hearing today, and just point out that if you
have written statements, we will be glad to make them part of the
record. We like to try to get your oral comments down to about 5
minutes. We do also welcome other comments for the record and
we will keep the record open.

With that, I would like to recognize Christopher Donnellan, the
legislative director of the National Association of Government Em-
ployees. Welcome, and you are recognized, sir.

STATEMENTS OF CHRISTOPHER M. DONNELLAN, LEGISLA-
TIVE DIRECTOR, NATIONAL ASSOCIATION OF GOVERNMENT
EMPLOYEES; JAMES CUNNINGHAM, NATIONAL PRESIDENT,
NATIONAL FEDERATION OF GOVERNMENT EMPLOYEES;
AND PATRICIA ARMSTRONG, CHAPTER PRESIDENT, FED-
ERAL MANAGERS ASSOCIATION, U.S. MARINE CORPS AIR
STATION, CHERRY POINT, NC

Mr. DONNELLAN. Mr. Chairman, Representative Cummings,
members of the subcommittee, my name is Christopher Donnellan
and I am the legislative director of the National Association of Gov-
ernment Employees. NAGE is an affiliate of the Service Employees
International Union, the third largest union in the AFL-CIO. On
behalf of the President of NAGE, Kenneth T. Lyons, and the
120,000 employees revresented by NAGE, I want to thank you for
this opportunity to testify today on the issue of Federal contracting
out of commercial services.

It should not surprise anyone on this committee that our organi-
zation has long opposed wasteful, costly, and inappropriate con-
tracting out of government functions. We once again reiterate that
the explosion in contracting out of services has cost the American
taxpayers millions of dollars, diminished Government’s expertise in
key areas, and reduced its ability to address the problems of the
future. In a March 1994 report, the GAO found that the Federal
Government could save millions of dollars by performing functions
directly rather than farming the work out to private contractors.

The contracting out of services is frequently a mask for a reduc-
tion in the level of services which often may not be accomplished
legislatively. Contractors are able to present the agency with a se-
ductive package of cost reductions by reducing the level of services.
Inadequate investigations of the statement of work by the agency
allows the contractor to achieve this result. In the interwoven envi-
ronment of a Federal installation, any reduction in support or re-
lated services will have a domino effect on the agency’s capacity to
perform.

I would like to share with the subcommittee one example of the
flaws in contracting out. Recently our office received a letter from
our national rep at Fort Leonard Wood, MO. On March 1, 1997, a
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new contractor took over the operation of the post laundry facility
at the fort. NAGE represents the employees of the contractor.

The predecessor contractor, I.G.I.T., Inc., failed to pay all employ-
ees a final biweekly check for work performed, totaling approxi-
mately $23,000. I.G.I.T. took a Federal payment and ran. The pay-
ment due to the contractor from the Government because of past
utility bills for that period only came to $16,000. Now [.G.I.T. has
assigned all contracting income to a bank as collateral, and the
bank has kept the money and welshed on employee payroll checks.

Furthermore, for a period covering several months, the contrac-
tor deducted Federal and State income tax and Social Security
from the employees and never deposited such taxes with the Inter-
nal Revenue Service, Social Security Administration, or the State
of Missouri. Moreover, I.G.I.T. owes $11,000 in accrued vacation
pay and $41,000 in severance pay to members that lost jobs. The
approximate amount I.G.L.T. owes employees totals $74,000.

I.G.L.T. has since declared bankruptcy. The Department of Labor
has intervened and will make available only $16,000 owed to the
employees, 22 cents on the $1 that they are owed. So much for effi-
ciency in the private sector.

I.G.I.T. is not the only private sector company that has ripped off
the Federal Government, taxpayers, and Federal employees. Seven
different contractors since the early 1970’s have provided laundry
service at Fort Leonard Wood. The workers have suffered non-
payment of wages and/or benefits under four contractors.

Mr. Chairman, the entire membership of NAGE is pleased that
several pieces of legislation introduced by Congresswoman Eleanor
Holmes Norton will begin to take a look at this so-called shadow
Government of service contractors. NAGE strongly endorses all
four of these bills as a start to finding out exactly who and what
the Government is getting to do their work.

This administration and others have repeatedly praised their ef-
forts in creating the smallest Federal work force since the Kennedy
administration. But as we know, much of that work that used to
be performed by Federal employees has simply been transferred to
the private sector.

Mr. Chairman, the members of the National Association of Gov-
ernment Employees are proud of the work they do for the American
taxpayer. They look forward to competition that allows the em-
ployee to be maintained on the basis of their performance, not
through some arbitrary ceilings on full time employees imposed as
part of the government desire to downsize.

This concludes my written statement. I'd be happy to answer any
questions you may have.

Mr. MicA. Thank you, Mr. Donnellan. We will withhold questions
until we finish the panel.

[The prepared statement of Mr. Donnellan follows:]
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MR. CHAIRMAN, REPRESENTATIVE CUMMINGS, MEMBERS OF THE
SUBCOMMITTEE, MY NAME IS CHRISTOPHER DONNELLAN AND I AM THE
LEGISLATIVE DIRECTOR OF THE NATIONAL ASSOCIATION OF GOVERNMENT
EMPLOYEES (NAGE). NAGE IS AN AFFILIRTE OF THE SERVICE EMPLOYEES
INTERNATIONAL UNION, THE THIRD LARGEST UNION IN THE AFL-CIO. ON
BEHALF OF THE PRESIDENT OF NAGE, KENNETH T. LYONS, AND THE 120,000
EMPLOYEES REPRESENTED BY NAGE I WANT TO THANK YOU FOR THIS
OPPORTUNITY TO TESTIFY TODAY ON THE ISSUE OF FEDERAL CONTRACTING
OUT OF COMMERCIAL SERVICES.

THE NATIONAL ASSOCIATION OF GOVERNMENT EMPLOYEES IS PROUD OF
ITS MEMBERS WORKING ON BEHALF OF THE AMERICAN PEOPLE. THEY ARE SOME
OF THE MOST HARDWORKING, COMPETENT AND LOYAL WORKERS THIS COUNTRY
HAS. EVERY DAY THESE FEDERAL EMPLOYEES GO TO WORK ANXIOUS TO
ENSURE THAT THE GOVERNMENT OPERATES AS EFFICIENTLY AND EFFECTIVELY
AS POSSIBLE.

BEFORE I BEGIN MY TESTIMONY ON TODAY’S TOPIC I MUST COMMENT
BRIEFLY ON A HEARING HELD THIS MONDAY ON HR 716, "FREEDOM FROM
GOVERNMENT COMPETITION ACT OF 1997." THIS IS A BILL THAT WOULD
REQUIRE THAT THE FEDERAL GOVERNMENT PROCURE FROM THE PRIVATE SECTOR
THE GOODS AND SERVICES NECESSARY FOR THE OPERATIONS AND MANAGEMENT
OF CERTAIN GOVERNMENT AGENCIES, AND FOR OTHER PURPOSES. WHILE WE
AGREE THAT GOVERNMENT CAN ALWAYS IMPROVE ON THE WAY SERVICES ARE
PROVIDED, WE DO NOT BELIEVE THAT PRIVATE INDUSTRY IS ALWAYS THE
MOST EFFICIENT AND PRODUCTIVE COURSE. THE GAO SUPPORTED THIS

POSITION IN A MARCH, 1995 REPORT WHICH CONCLUDED THAT AFTER
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SPENDING BILLIONS AND BILLIONS OF DOLLARS IN CONTRACTING OUT
SERVICES, IT COULD NOT "CONVINCINGLY PROVE NOR DISPROVE THAT THE
RESULT OF FEDERAL AGENCIES CONTRACTING-OUT DECISIONS HAVE BEEN
BENEFICIAL AND COST-EFFECTIVE." GAO/T-GGD-95-131. IT IS FOR THIS
REASON AND OTHERS THAT NAGE IS OPPOSED TO HR 716.

TODAY, THE FEDERAL GOVERNMENT IS ENGAGED IN THE LARGEST
PRIVATIZATION AND OUTSOURCING EFFORT IN ITS HISTORY. OVER 40,000
FULL TIME EMPLOYEE (FTE) POSITIONS ARE BEING EXAMINED FOR
CONTRACTING, AND MANY MORE ARE BEING IDENTIFIED FOR OUTRIGHT
PRIVATIZATION. 1IN FISCAL YEAR 1996, THE FEDERAL GOVERNMENT SPENT
OVER $114 BILLION ON COMMERCIAL SUPPORT SERVICE CONTRACTS,
INCLUDING  CUSTODIAL,  WAREHOUSING, BUILDING MAINTENANCE,
TRANSPORTATION AND COMPUTER SUPPORT SERVICES. THIS COMPARES TO THE
$ 80 BILLION PAYROLL FOR IN-HOUSE EMPLOYEES. SERVICE CONTRACTING
CONSTITUTES THE FASTEST GROWING AREA OF FEDERAL PROCUREMENT,
ACCOUNTING FOR OVER HALF OF THE $200 BILLION SPENT EACH YEAR ON
OUTSIDE CONTRACTS. BETWEEN FISCAL YEAR 1989 AND FISCAL YEAR 1992,
THE NUMBER OF CONTRACTORS DOING BUSINESS WITH THE GOVERNMENT ROSE
FROM 62,819 TO 82,472.

IT SHOULD NOT SURPRISE ANYONE ON THIS COMMITTEE THAT OUR
ORGANIZATION HAS LONG OPPOSED WASTEFUL, COSTLY AND INAPPROPRIATE
CONTRACTING OUT OF GOVERNMENT FUNCTIONS. WE ONCE AGAIN REITERATE
THAT THE EXPLOSION IN CONTRACTING OUT OF SERVICES HAS COST THE
AMERICAN TAXPAYER MILLIONS OF DOLLARS, DIMINISHED GOVERNMENT'S
EXPERTISE IN KEY AREAS, AND REDUCED ITS ABILITY TO ADDRESS THE
PROBLEMS OF THE FUTURE. IN A MARCH, 1994 REPORT, THE GAO FOUND

THAT THE FEDERAL GOVERNMENT COULD SAVE MILLIONS OF DOLLARS BY
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PERFORMING FUNCTIONS DIRECTLY RATHER THAN FARMING THE WORK OUT TO
PRIVATE CONTRACTORS. THE GAO SURVEYED NINE STUDIES OF SERVICE
CONTRACTING AND JUDGED THAT IN EACH CASE, SUBSTANTIAL SAVINGS WOULD
HAVE RESULTED IF THE WORK WAS LEFT IN-HOUSE.

IN ADDITION TO QUESTIONS OF COST EFFECTIVENESS, CONTRACTING
OUT HAS RAISED QUESTIONS AS TO ITS IMPACT ON THE ABILITY OF
GOVERNMENT TO ACCOMPLISH ITS MISSION, AND IMPACT ON GOVERNMENT
GOALS SUCH AS AFFIRMATIVE ACTION, AND VETERAN PREFERENCE. DESPITE
REPEATED EXPRESSIONS BY SOME MEMBERS OF CONGRESS THAT CONTRACTING
OUT HAS "“GONE TO FAR," SOME MEMBERS OF THIS ADMINISTRATION HAVE
BEEN FIRM IN THEIR RESOLVE TO TURN AS MUCH OF GOVERNMENT OVER TO
THE PRIVATE INDUSTRY AS POSSIBLE, IRRESPECTIVE OF COSTS OR IMPACT
ON MISSION. CONGRESS MUST ENACT LEGISLATION ESTABLISHING A
NATIONAL POLICY ON CONTRACTING OUT WHICH WILL ENSURE A FAIR COST
COMPARISON, RETAIN INHERENTLY GOVERNMENTAL FUNCTIONS IN HOUSE,
ENSURE A FULL AND FAIR APPEAL MECHANISM AND REQUIRE COMPLETE RECORD
KEEPING ON THE FULL COST OF CONTRACTING OUT.

THE CONTRACTING OUT OF SERVICES IS FREQUENTLY A MASK FOR A
REDUCTION IN THE LEVEL OF SERVICES, WHICH OFTEN MAY NOT BE
ACCOMPLISHED LEGISLATIVELY. CONTRACTORS ARE ABLE TO PRESENT THE
AGENCY WITH A SEDUCTIVE PACKAGE OF COST REDUCTIONS BY REDUCING THE
LEVEL OF SERVICES. INADEQUATE INVESTIGATIONS OF THE STATEMENT OF
WORK BY THE AGENCY ALLOWS THE CONTRACTOR TO ACHIEVE THIS RESULT.
IN THE INTERWOVEN ENVIRONMENT OF A FEDERAL INSTALLATION, ANY
REDUCTION IN SUPPORT OR RELATED SERVICES WILL HAVE A DOMINO EFFECT
ON THE AGENCY’S CAPACITY TO PERFORM.

MR. CHAIRMAN, COSTS OVERRUNS AND SHODDY WORK PERFORMANCES BY
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CONTRACTORS ARE THE BY PRODUCTS OF CARELESS STATEMENTS OF WORK AND
INADEQUATE ENFORCEMENT OF EXISTING CONTRACTS.

RECENTLY OUR OFFICE RECEIVED A LETTER FROM OUR NATIONAL
REPRESENTATIVE AT FORT LEONARD WOOD, MISSOURI. ON MARCH 1, 1997,
A NEW CONTRACTOR TOOK OVER THE OPERATION OF THE POST LAUNDRY
FACILITY AT THE FORT. NAGE REPRESENTS THE EMPLOYEES OF THE
CONTRACTOR.

THE PREDECESSOR CONTRACTOR, I.G.I.T., INC., FAILED TO PAY ALL
EMPLOYEES A FINAL BI-WEEKLY CHECK FOR WORK PERFORMED, TOTALLING
APPROXIMATELY $ 23,000. I.G.I.T. TOOK A FEDERAL PAYMENT AND RAN.
THE PAYMENT DUE TO THE CONTRACTOR FROM THE GOVERNMENT, BECAUSE OF
PAST UTILITY BILLS, FOR THAT PERIOD ONLY CAME TO $16,000. NOW,
I.G.I.T. HAS ASSIGNED ALL CONTRACT INCOME TO A BANK AS COLLATERAL
AND THE BANK HAS KEPT THE MONEY AND WELSHED ON EMPLOYEE PAYROLL
CHECKS.

FURTHERMORE, FOR A PERIOD COVERING SEVERAL MONTHS, THE
CONTRACTOR DEDUCTED FEDERAL AND STATE INCOME TAX AND SOCIAL
SECURITY FROM THE EMPLOYEES AND NEVER DEPOSITED SUCH TAXES WITH THE
INTERNAL REVENUE SERVICE, SOCIAL SECURITY ADMINISTRATION, OR THE
STATE OF MISSOURI. MOREOVER, I.G.I.T. OWES $ 11,000 IN ACCRUED
VACATION PAY AND $ 41,000 IN SEVERANCE PAY TO MEMBERS THAT LOST
JOBS. THE APPROXIMATE AMOUNT I.G.I.T. OWES EMPLOYEES TOTALS $
74,000, I.G.I.T. HAS SINCE DECLARED BANKRUPTCY.

THE DEPARTMENT OF LABOR HAS INTERVENED AND WILL MAKE AVAILABLE
ONLY $ 16,000 OWED TO THE EMPLOYEES; 22 CENTS ON THE DOLLAR THAT
THEY ARE OWED. SO MUCH FOR EFFICIENCY IN THE PRIVATE SECTOR.

I.G.I.T. IS NOT THE ONLY PRIVATE SECTOR COMPANY THAT HAS
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\
RIPPED OFF THE FEDERAL GOVERNMENT, TAXPAYERS AND FEDERAL EMPLOYEES.

SEVEN DIFFERENT CONTRACTORS SINCE THE EARLY 1970’s HAVE PROVIDED
LAUNDRY SERVICE AT FORT LEONARD WOOD. THE WORKERS HAVE SUFFERED
NON-PAYMENT OF WAGES AND/OR BENEFITS UNDER FOUR CONTRACTORS. THE
EMPLOYEES BLAME THE GOVERNMENT AND THE CONTRACTORS. ~ SEVERAL
EMPLOYEES WERE NOT HIRED BY THE SUCCESSOR CONTRACTOR. THIS IS A
PRIME EXAMPLE OF WHY CONTRACTING OUT DOES NOT WORK. THE GOVERNMENT
GETS SUB-STANDARD WORK, AND GOVERNMENT EMPLOYEES LOSE THEIR JOBS.

ONE FINAL EXAMPLE FROM FT:. LEONARD WOOD CONCERNS -'I;‘HE
DIRECTORATE OF LOGISTICS, MAINTENANCE. IN 1994, AFTER BEING
CONTRACTED OUT FOR SIX YEARS, THE ARMY AT FT. LEONARD WOOD TOOK THE
LOGISTIC MAINTENANCE CONTRACT BACK IN HOUSE, SAVING THE TAXPAYERS
$ 1.6 MILLION ANNUALLY. IT WAS THE LARGEST GOVERNMENT SERVICE
CONTRACT TO RETURN TO AN IN-HOUSE OPERATION AFTER BEING CONTRACTED.
NOW, THE DEPARTMENT OF DEFENSE 1S MANDATING THAT THIS FUNCTION BE
STUDIED AGAIN. THE LATEST STUDY INVOLVES ALL BASE MAINTENANCE IN
ALL TRADOC BASES GOING UNDER ONE CONTRACT. IT WILL NOT MATTER THAT
THE EMPLOYEES AT FT. LEONARD WOOD SAVED $ 1.6 MILLION ANNUALLY.

MR. CHAIRMAN, THE ENTIRE MEMBERSHIP OF NAGE IS PLEASED THAT
SEVERAL PIECES OF LEGISLATION INTRODUCED BY CONGRESSWOMAN ELEANOR
HOLMES NORTON WOULD BEGIN TO TAKE A LOOK AT THIS SO CALLED "SHADOW
GOVERNMENT" OF SERVICE CONTRACTORS. HR 885 WOULD REQUIRE AGENCIES
TO MAKE COST COMPARISONS AND PROHIBIT AGENCIES FROM CONTRACTING OUT
IF THE SERVICES COULD BE PERFORMED AT A LOWER COST BY AGENCY
EMPLOYEES. HR 886 WOULD CUT $5.7 BILLION FROM AGENCY SERVICE
CONTRACTING FUNDS AND MAKE THE MONEY AVAILABLE FOR PAY RAISES THAT

ARE DUE FEDERAL EMPLOYEES IN 1998. HR 887 WOULD REQUIRE OMB TO
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DEVELOP A GOVERNMENT WIDE SYSTEM FOR DETERMINING AND REPORTING THE
NUMBER OF NON-FEDERAL EMPLOYEES ENGAGED IN SERVICE CONTRACTS.
SHAMEFULLY, NO STATISTICS ARE AVAILABLE ON THE NUMBER OF PEOPLE
WORKING FOR CONTRACTORS. FINALLY, HR 888 WOULD PROHIBIT FEDERAL
AGENCIES FROM REPLACING FEDERAL EMPLOYEES WHO RECEIVED BUYOUTS WITH
FEDERAL CONTRACTORS. NAGE STRONGLY ENDORSES ALL OF THESE BILLS AS
A START TO FINDING OUT éXACTLY WHO AND WHAT THE GOVERNMENT IS
GETTING TO DO THEIR WORK.

THIS ADMINISTRATION AND OTHERS HAVE REPEATEDLY PRAISED THEIR
EFFORTS IN CREATING THE SMALLEST FEDERAL WORKFORCE SINCE THE
KENNEDY ADMINISTRATION. BUT, AS WE KNOW, MUCH OF THE WORK THAT
USED TO BE PERFORMED BY FEDERAL EMPLOYEES HAS SIMPLY BEEN
TRANSFERRED TO THE PRIVATE SECTOR.

MR. CHAIRMAN, THE MEMBERS OF THE NATIONAIL ASSOCIATION OF
GOVERNMENT ARE PROUD OF THE WORK THEY DO FOR THE AMERICAN TAXPAYER.
THEY LOOK FORWARD TO COMPETITION THAT ALLOWS THE EMPLOYEE TO BE
RETAINED ON THE BASIS OF THEIR PERFORMANCE NOT FROM SOME ARBITRARY
CEILINGS ON FULL-TIME-EMPLOYEES IMPOSED AS PART OF THE GOVERNMENT
DESIRE TO DOWNSIZE. THIS CONCLUDED MY WRITTEN STATEMENT. I WOULD

BE HAPPY TO ANSWER ANY QUESTIONS YOU MAY HAVE.
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NATIONAL ASSOCIATION OF GOVERNMENT EMPLOYEES
AFFILIATED WITH THE SERVICE EMPLOYEES INTERNATIONAL UNION. AFL/C1O
317 South Patrick Street Telephone 703/519 0300

Alexandria, VA 22314 Fax 703/619 0311
E-mail nage @ erols com

HOUSE RULE XI, CLAUSE 2(g)

NAGE HAS RECEIVED NO GRANTS OR CONTRACTS FROM THE FEDERAL
GOVERNEMNT IN THE LAST THREE FISCAL YEARS.










































































































































































































































































































































































































































